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I, Functions of Foreign Econouic Intellirence as it nelates
To the Sccurity of vhe United States.

A, The uses to which economic intelligence must be put in the
scrvice of national security are of two kinds: 1) First it is
necescary to foresec probable future developments and to understand
the consequences of alternative U. S, coursss of action as clearly
as possible in order to lay plans as to the broad outlines of Us Se
policy, diplomatic, cconouic, military, and psychological;y 2) Secord

in implementing gencral policies, the agencies vhich are charged
with conducting particular operations need much information to guide
the tactics of their prograns, What is needed to formulate plans and
estailish policies is usually of concern to all, at least, of the

IAC agencies., Once responsibility for carrying out a policy is
clearly assigned, however, the primary interest in the ljntelligence
necessary to carry out this migsion lies with the operabting agency
concerned, Bath categories of intelligence are considered inthis
paper, However, it is the first of these that most urgently requires
interdepartuental consideration,

B, In order to bring the vory 1imited intelligence facilitles
both within and outside the government to bear effectively on the

enormous requirements for intelligence production, it is necessary
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for the government as a whole to decide whiat research jobs most need
to be donc, The establishment of a priority progran of economic
research is desirable Just as a guide to the planning of research
activities in Washington, Beyond this, such a program should yield
answers to the question of what information it is most eritically
important to scoure from abroad with the limited field collection
facilities available, The magnitude and urpency of the current foreign
economic intelligence problem, together with the limited facilitles
for intelligence collection, processing, and production, makes it
mandatory that these requirements, both for the production of
intelligence and the collection of information be highly selective.
The following section (Section II) attempts a classif jcation
of urgently required econocmic intelligence according to the kinds
of studies needed by policy makers and operators. The succeeding
section (Section III) suggests ways of classifying economic research
according to the techniques employed and the apecial skills required,

II., Foreign Economic studies Needed in Support of National Security
Policies and Operations,

A, Studies to support the formulation of plans and policies:

1, Introduction
The gravest threat to the sccurity of the United States
and the free world within the foreseezble future stems from the hostile
designs and formidable power of the USCR, and from the nature of the
govict systeme, At least for the jmediate future, therefare, first
priority should be civen to economic analysis designed to throw light

on the problem of strengbhiening the relative position ‘mf the non=-Sovieb
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world in the strugcle against the the Soviet bloc,

To support tuese planning and policy functions, c conomic
intellirence studies must consider the capabilities, the vulnerabilities,
and the intentions or probablec courses of action of three uain groups

“of countries: 1) the UL.R and its satellites; 2) the allies of the
United States; and 3) those countries not now definitely aligned with
either center of power but potentially contributing to the strength

of one or the other,

Studies directed at the capabilities of a counfry or
complex of countries should be designed to reveal what the key
limitations are on what they can do. Vulnerability studies focus on
the capacity of ore power.to reduce the capabilities of another by
selected devices; in other words what can we do to them or they to
us and how? Studies of intentions seck to uncover evidence which
will be conclusive as to which of several alternative courses a
country will follow,

| The capabilities, vulnerabilities and intentions of
+he United States are outside the scope of this paper except in so
far as tliey are affected Ly econcmic developments in foreign countries,
" Soue of these studies, obviously, cover werely one phase of a
particular problem in a single country. Others cover the whole
problon or subject for an entirc area, In nearly all'. cases both the
sresent state of affairs and probable future trends should be
considered, |

The major rescarch effort must be directed toward

studies of the Soviet bloc, The paucity of both information and
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reoningful anclyses on the economic situation in this urea relative
to that in the non-Soviet areas necessitates wun intensive econouic
research progrim on this ‘area to provide the basis for estimates
escenticl to the proper fornmlation of plans and policies vital to
US security interests, |

The sections below outline the major areas of US
foreign econonic intellifence interest related to the problem of
national security. Iisted in each section are examples of studies
that should be glven priority treatuent in the intelligence research
efCorte |

2. Analysis of capabilities to engare in military action
or to wage Ncold ware "

8. Analysis of thh economic capsbilities of the USSR
. —

and its satellites to engare in military actlon or to employ

"cold war! measures against the US and its allies or against

Uneiitrals, "

(1) Tartime Capabilities of the Soviet Bloc to
l'eet Essential Civilian and Lilitary
Requirenents for Selected Critical Iteme
(e.E., e6lectronics equipment, copper, tin,
aviation fuel, automotive spare parts).

(2) Economic Capabilities of the Soviet Bloc
to Develop and Produce Selected Lilitary
Iteus (e.g.; s=bomb, H-bomb, proximity
fuze, guided missiles, germ warfare agents,

radar, homing devices, long=-range jet boubers),
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(3) Effect on Soviot Economic Capalilities for
War of the Acquisition by tho USSR of
Viestern burope and the liddle Easti.

(4) Economic Capability of the Satollites
Unassisted by the USSR to Wage Waxr on
Yupgoslavia, Reguirements for Soviet
Assistance,

(5) Capabilities of the Soviet Bloc to age
Toonomic Warfare against non=Soviet Nations,

b, Studies of the economic capabilities of the allies

of tho US to jointly ongare in nmilitary action or to wage

tcold war® in conjunction with the US against the USSR _and

1ts satellites.

(1) Economic Capabilities of the NATO Powers.
25X6 I - o
Selzcted Lilitary Items Under the Current
Rearmament Program,

(2) Capabilities of the Non—Soviet Nations
in a Joint Liobilization Effort to Leet
Essentiel Civilian and iilitary Require-
ments for Selected Strategic and Critical
Itens (e.g., sulphur, copper, lead, zinc,
aluminum, coal, steel, manganese), |

(3) Importance of western Burope and the Liddle
East to US Economic Capabilities for War.

(4) Importance of the African Continent to US

.5 -
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Economic Capabilitios for iar Including
US Atomic Capcbilities,
c. Analysis of the economic capalilities of "neutrals

to maintein tleir indspendence {rom the USSR .nd its satellites

or to swport the military and “cold war® efforts of the US and

its allies,

(1) Economic Capability of Yuposlavia to
Dofend Itself Against Satellitc Attack.
Sirnificance of a Loss of the Danubian
Plain,

(2) Comparative Economic Dependence of .Iran
on the Soviet and the-Non-»Sov;tet Blocs,

(3) Economic Dependence of Sweden on Trade
with the Soviet Bloc,

(L) Economic Depsndence of Finland on Trade
with the Soviet Bloc.

d, Annlysis of the capabilities of the allies of

the US and of Mneutrals® to maintain oconomic stability and to
dovelop their economies. | -

(1) capability of Selected Non-Soviet Nations

O -

Maintain Zeonomic Stability and to Develop

Thei:f kconomies Under the Current Rearmament,

Program, Requirements for Foreign (Primarily
! US) Assistance,
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(2)

(3) Economic Stability of Yugoslavia, Ie-
quirements for Foreign Assistance,
3. Analysis of economic vulnerability to militury attack

or to "cold war! measures,

o, Analysis of the economic vulnerability of the ULSSL

ond its sctollites to weasures of cconomic warfare, psychological
wirfare and to military attack, including strategic Lombing,

(1) Vulnorability of the Soviet and Satellite

Econonics, Including China's, to Strategic

 Dosbing with Particular Reference to Their
Ylﬂner&;‘iiity to A~Douab Attack,

(2) Vmerability- of the Soviet Bloc to a
Western Prorram of Economie Warfare,
Reletive Vulnersbility to Various Lieasures -
Overt and Covert,

(3) Popular Leaction in the Soviet Bloc to
Paychologicaul arfare rrogran, Involving
Economic cropapanda Designed to increase
Dissatisfaction with the Economic System an.
The Government.

{4) Vulneraiility of the Soviet and Satellite
Food Supply to Biologicul Warfare,
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L. Studies of the economic vulnorsbility of the alliss

of the US to measures of economic warfwre, inclucing subotare,

psychiolopicel warfare and to military attack, including stra-

logic bombing, with epecial roference to the protective mcasures

necessary to reduce this vulncrsbility,

(1) Vulnerability of tho Econouy of Lion-Soviet
Nations to Strategic Lombing,ie., to Target
Systeus most Likcly to be adopted by UZSk.

(2) Vulnerability to Sabota e &and Simil.r
Covurt Liasures of Raw Laterial Supplles and
Production Facilities of Strategic I..portance
to the Joint Liobilization Iffort of the Non-
Soviet Nations., Protective Actions Lost
Effective Against Such Leasures,

(3) Vulnerability of the Non-Soviet Nations
to & Soviet Bloc Procram of Economic
Varfuie. Relative Effectiveness of Various
Overt Leasures,

Ca I‘xna]gsié of the econumic vulnerability of "neutralt

countrios to economic, politicul, psychological, and militaery

moasures, v.ith speeial reference to ihe possible influence of

thece meoesurces on thelr alirmment with and economic support

for cither gro.p of povers,

(1) Vulnerability of Selected "Neutral® Nations

to Economic or Lilitary Pressure which Might

oa 8 L d
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Force Vartime Economic Alignment with the
Soviet Lloc,
L. Analysis of Probuble Courses of Action as Levealed by

the Pattorn of Econowic Activity.

8. Analysis of probable Soviet and satellite courses

of rdlitary, politicul, and economic action with special

enpuasis on wmilitary intentions.
(1) Economic Activity within the USSR and

Its Satellites which lfcht Reveal Their
Intention to Resort to Lililary Action.

(2) Pattorns of Allocetion of Economic Lwsources
for the Production of lilitary Items Within
tho Sovict Dloc Vhich :.::l;ght-'Reveal the Kind
of ilitary Operations Contemplated.

(3) Soviot Economic Leasures With Lespect to
China which ii ht Reveal the Extent of the
Political and liconamic Intepration of these
Countries.

(L) Evidence Which i ht Suggest Vhat Tazjget.
Systews the Soviets would be likely to Adopt
for Western Lurope.

bo Analysis of the effoct of intornal and exteranal

developucnts on the Econcuy and the Prouablo Courses of

-

Action Prompted Ly those developments,

(1) Effect of the Vertern Program of Export
Control on tle. Soviet Bloc and the Probable

-9 -
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Courses of Action to be Taken by the Bloc
to Gffsot or Netaliate Against this Program,
(2) Effcet of the Korcan Tar and Western Export
on tho Chinese Econouy and the Probable
Courses of Action to be Taken. as a Result
of These Zffects, |
c. Studies of probable allied and neutral courses of
military, political, and economic action with special refer-

ence to the extent of their alirnment with and support for

progra.s and measures affecting the security of the US,

(1) Econmomic Activity of the Non-Soviet Nations
vihlch Reveals the Extent of Their Support
for the Program of Export Controls Against
the Soviet Bloc,

d. Analysis of the effect of internal and external

devolopments on the econouy and the probable courses of

action prompted by these developmenis,.

(1) Effect of the Rearmament Proprram on The
Economies of the NATO Powers arxd the P:g'obafble
courses of Actioﬁ to be Taken by Individual
Nations to Improve their Ovn Cconamic Position.

(2) Effect of Raw lLaterial Shortages on the Non-
Soviet Natlons and the rProbable Courses of
Action of these Nations to Alleviale These
Deficiencies,
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B. Studies Lor Uss in Supvort of Operations or in Implementation
of Existing US Governuent pians,

1, Introduction

1ilitery, political and economic operations require
o large volume of economic intelligence roports designed specifiecally
to ouppurt such oporations, The major part of these reports contain
very curront ami detziled economic intellipence evaluated against
the background of bLasic studies of capalilities, vulnerabilitics and
intentions prepared for policy and planning purposes. Although
for intellipence purposcs the peneral areas of interest are well
known, the specific requirements are usually determined during the
course of tho operations on an ad hoc basis.

2. Economic reports in support of military plans and operations:

8 Reports on the logistical capabilities af the USSR

and its aatellites during the specific opera'bions.

b. Reports on strategic and tactical targets w:!.thin
areas controlled by the USSR and its gatellites during specific

ogerations.
Cs Reports relating to logistical support for US and

allicd iorces during specific operations.

de Reports on econonic conditionsg bearing on the

naintenance of law and order and the provontion of diseasc

and unrest in sreas under US and allied military control,

3, Econamic reports in support of current US and allied
psychological and diplumatic measures to weaken the USSR and its
sotellites or to strengthen the allics of the US and wneutrals,¥ This
applies both during wartime and during the "cold war,"

-1l -
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4, Teonomic reports in support of tS and allicd econcuic
warfare measures (overt and covert) to wesken the USSH and its
satellites, This gpplios both during wartime and during the present
eold war,"

5. Economic roports in support of current US and allied
programs of ccononic assistance and joint mobilization for defense.
This p.lso includes support for economic prograus designed to secure
the elignuont and support of neutral nations.
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I1I, Kinds of Economic Intelligence.
The preceding scction atterpts to describe requirements for fore_i.gn

econoric intelligence in terms of the problems to which solutions are
urgently nocded. This section suggests various categorics of skills and
techniques vhich nced to be employed by the Government in exploiting
econanio data to secure answers to the questlons posed in II.
A, TInformation collection,
1, The library function, DProcurement, classificatlion and

dissemination to analysts of data and documents publicly available, such’
as foreign govermment re.orts, newspapers, private studies, etc,

2, Overt exploitation of knowledge in the heads of cxperts and
persons with special experience of foreign cconomies, bLoth in this country
and abroad. The technique employed will normally be that of the interview
or the solicited personal renort. This includes

a. TInterviewing of defcclors
b Intcavieving of US industrial technicians on probable
foreign techniques
25X1C ¢, Interviowing of foreignors, €.g., industrialists and
technicians_ formerly engaged in commercial or technical
relations with Soviet orbit enterprises

3. Collection of physical objects for analysis to determine

production methods, levels of output, etec, .
a. Captured militery equlipment
be Exports of consumer or capital goods from Soviet orbit
countriess

L. Map collection,
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5. DIrocurement and asserbly of photographic naterisls.
6. Collection of information, data, documents, maps, photos,

equipment etc, by covert means,
Be Analysis of physical facilities. Detalled study of people with

engincering corpetence of the locatlon, characteristics, capaclties, and

vulnersbilities of particular plants, mines, transport systems, commmica~

tion neta; pover grids, storage varehouses, otc.
Ce Analysis of individual commodities, industries and services.

Study by analysts expert in the economics of particular cormoditics e
industrics of inputs required and available, outputs required and
avoilable, levels of inventory_; variations of requirements and of
supplies under alternative assumptions, trends in production, capacity,
productivity and productive techniques, and foreign trade in the
commodity in question.

D, Economic structure cnd patterns of resource use, Analysis

of levels of economic activity and of the relations between industries
and sectors of the economy by persons trained primarily in general
economic theory.

1, Analysis of national income and product, its composition
by industriel sector, by military and civilisn output, by consumption
and investment, by private and public output, etc. '

2. Preparatioh and analysis of index numbers of industirial
production, price lewvels, standards of living, etc.

3. Analysis of domestic and foreign financial transactions,

banking, money supply, eteco
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L, Patterns of international trade and services, Lalances of
trade and payments, etc,
5., Analysis by leontieff or linear programiing techniques of
input~output relations in whole economics or sectors of economles.
E. Institutional framowork of economic activity. OStudy by people

with some training in history, political science, or public administration
and specislized knowledre of particuler geographic areas, with language
conpetence. This would include economic organizations and institutions,
pattem;: of behavior peculiar to regions or countries, the locus of
economic decision-making and tho chain of commmnication of decision, etc.

F. Special techniques and methods. 25X1B
. I
2, Analysis of characteristics of captured equipment for evidence
as to production riethods, etc.
3. Analysis of photographic materials,
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